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UNCLAS STATE 251636 

E.O. 11652: N/A 

TAGS: CA, ENRG, ETRD 

SUBJECT: CHANGES IN AMBASSADOR'S DRAFT SPEECH 
REF: OTTAWA 9102 

1 . AGRICULTURE, DOE/IA, STR, EUR, EB, AND H HAVE CLEARED 
AMBASSADOR'S DRAFT SPEECH FOR DELIVERY IN CALGARY WITH 
FOLLOWING CHANGES (COMMENTS IN PARENTHESES) KEYED TO NUM- 
BERED PARAGRAPHS REFTEL: 

UNCLASSIFIED 

UNCLASSIFIED 

PAGE 02 STATE 251636 


2. REVISED PARA 9. YOUR TAR SANDS ARE ESTIMATED TO CON- 
TAIN AT LEAST AS MUCH RECOVERABLE OIL AS THE ENTIRE 
MIDDLE EAST. SIMILARLY OUR GREEN RIVER SHALE FOUNDATION 
ALONE IS ESTIMATED TO CONTAIN MORE THAN TWICE AS MUCH OIL 
AS THE MIDDLE EAST. (DEFINES MORE PRECISELY AMOUNT OF OIL 
IN U.S. SHALE.) 
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3. PARA 12 SECOND SENTENCE. IN THE U.S., WE ARE GOING 
INTO HIGH GEAR - INDUSTRY IS NOW SPENDING $20 TO $25 
MILLION A YEAR, AND THE DEPARTMENT OF ENERGY BUDGET IS 
EXPECTED TO INCREASE FROM ABOUT $22 MILLION IN FY 77 TO $28 
MILLION IN FY 78. (DETAILS YOU REQUESTED.) 

4. PARA 13 LAST SENTENCE. IF WE DO THIS IOINTLY, WE CAN DO 

IT FASTER AND MORE EFFICIENTLY, COVER MORE OPTIONS. (PRE- 
FER NOT TO MENTION LARGE SCALE PROGRAMS.) 

5. PARA 14. THE U.S. WOULD LIKE TO EXPLORE WITH YOU JOINT 
IN SITU R AND D PROGRAMS, INCLUDING NOT ONLY INFORMATION 
EXCHANGES AND COORDINATED PLANNING, BUT PERHAPS ALSO 
JOINTLY FUNDED FIELD TESTS. (SUGGESTED DOE/IA REVISION) 

6. PARA 15 SECOND SENTENCE. IF ANYBODY HAD ANY DOUBTS 
ABOUT THAT, THE CURRENT DEBATE IN THE U.S. CONGRESS SHOULD 
BE CONVINCING. (PREFERRED LANGUAGE RE CONGRESSIONAL PRO- 
CESS.) 

7. PARA 17 DELETE FOURTH SENTENCE. (AVOIDS PRAISING GOC 
FOR RAISING GAS PRICES, AS THEY HIKED EXPORT PRICES MORE 
THAN DOMESTIC ONES; ADMINISTRATION IS STILL WORKING TO 
LIMIT DECONTROL.) 
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8. PARA 18 SECOND SENTENCE. ALTHOUGH THE ENERGY PLAN 
THAT EMERGES FROM THE CONGRESS MAY DIFFER SUBSTANTIALLY 
FROM WHAT THE PRESIDENT PROPOSED, WE NOW KNOW ENOUGH TO 
MAKE AN EDUCATED GUESS AS TO WHAT ITS MAIN ELEMENTS WILL 
BE. (AVOIDS FLAT STATEMENT ON HOW LEGISLATION WILL TURN 
OUT.) 

9. PARA 19 FIRST SENTENCE. THE PROGRAM IS LIKELY TO 
MOVE U.S. CRUDE OIL PRICES TO WORLD LEVELS BY THE END OF 
THE DECADE. (SAME REASONING.) 

10. PARA 20 SECOND SENTENCE. THE COMPROMISE TO EMERGE 
FROM THE CONGRESS MAY WELL SET U.S. GAS PRICES SUBSTANTIALLY 
ABOVE CANADIAN DOMESTIC PRICES. (SAME REASONING.) 

11. PARA 21 FIRST TWO SENTENCES. THIS WILL NOT MEAN, BY 
THE WAY, SIGNIFICANT NEW SCOPE FOR INCREASING CANADIAN 
EXPORT GAS PRICES TO THE U.S. YOU HAVE ALREADY RAISED 
EXPORT PRICES TO A HIGH LEVEL — ADJUSTING THEM TO 
COMMODITY VALUE WITH OIL — AND THE NEW U.S. LEGISLATION 
WILL PROBABLY WORK TO LIMIT DEMAND AND ENCOURAGE SUPPLY, 
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BRINGING ABOUT A BETTER BALANCE IN THE U.S. GAS ECONOMY 
THAN WE HAVE HAD OVER THE LAST FEW YEARS. (CHANGE IN 
SECOND SENTENCE CONTINUES YOUR POINT IN FIRST, WITH IMPLI- 
CATION THAT WE ARE NOT COMMENDING GOC FOR DISCRIMINATORY 
INCREASE OF EXPORT PRICES MORE THAN DOMESTIC ONES.) 

12. PARA 23 FIRST SENTENCE. A MOST IMPORTANT CONSEQUENCE 
OF THE NEW U.S. ENERGY PROGRAM IS LIKELY TO BE INCREASED 
USE OF COAL, OUR MOST ABUNDANT FUEL. (IT IS NOT CLEAR 

THAT THE PROGRAM WILL IN FACT RESULT IN A DRAMATIC SHIFT- 
WARD COAL CERTAINLY OVER SHORT TERM. ) 

13. PARA 25. CONCERNS HAVE BEEN RAISED THAT A U.S. SHIFT 
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TOWARD COAL MAY INCREASE CROSS-BORDER AIR POLLUTION. OUR 
ANALYSIS INDICATES THAT THERE IS NO BASIS FOR THIS FEAR, 

BUT WE HAVE SUGGESTED TO THE GOC THAT WE OUGHT TO TALK 
ABOUT THIS, AS WELL AS ABOUT THE GENERAL MOVEMENT OF AIR 
POLLUTANTS BOTH NORTH AND SOUTH ACROSS THE CONTINENT. (IT 
IS OUR VIEW THAT A SIGNIFICANT SHIFT TOWARD COAL WOULD NOT 
POLLUTE CANADA, AS DEVELOPMENT WILL TAKE PLACE UNDER ENVI 
RONMENTAL SAFEGUARDS, AND WE SHOULD NOT ADD TO CANADIAN 
PUBLIC CONCERN ABOUT THIS.) 

14. PARA 29 LAST SENTENCE. MOST OF MONTREAL'S OIL COMES 
VIA PIPELINE ACROSS THE U.S., EITHER FROM PORTLAND, MAINE, 

OR VIA SARNIA. THE TRANS-US-SARNIA ROUTE IS ALSO USED TO 
SUPPLY ALL OF LOWER ONTARIO'S GAS. (SARNIA SUPPLIES CON- 
SIDERABLE OIL TO MONTREAL.) 

15. PARAS 34 AND 35 BLANKS. (YOU SHOULD BE ABLE TO FILL 
THESE IN FROM GOC SOURCES. WE UNDERSTAND THAT PIPELINE 
TAXES, NOT INCLUDING USER CHARGES, WILL GIVE CANADA $1 
BILLION.) 

16. PARA 40 LAST SENTENCE. IN THE U.S. WE ARE NOW EXAMIN- 
ING ALTERNATIVE PROPOSALS FOR PIPELINES TO BRING ALASKAN 
AND FOREIGN OIL FROM THE WEST COAST TO THE MIDDLE WEST. 

(THE PROSPECTS FOR LEGISLATION ARE NOT NOW CLEAR.) 

17. PARA 41. SINCE WE BOTH HAVE THE OBJECTIVE OF GETTING 
OIL AT THE LEAST POSSIBLE COST AND ABOVE ALL WITH THE 
LEAST POSSIBLE JEOPARDY TO THE ENVIRONMENT, SHOULDN'T WE 
EACH MAKE SURE, AS PLANNING PROCEEDS IN BOTH COUNTRIES, 
THAT WE DO NOT FORECLOSE THE OPTION OF BUILDING ONE OIL 
PORT RATHER THAN EACH BUILDING PORTS IF THAT PROVES TO 4E 
TO OUR MUTUAL ADVANTAGE.(JOINT PLANNING WOULDBE PREMA- 
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TURE AT THIS POINT.) 

18. DELETE PARA 42. UNCERTANTIES ABOUT OUR USE OF ABANA 
AND OUR ABILITY TO UTILIZE GOC SURPLUS REFINING CAPACITY 
IN THE MARITIMES THROWS DOUBT ON THE CURRENT REALITY OF 
A CONTINENT- WIDE OIL TRADEOFFS.) 

19. PARA 49 SECOND SENTENCE. FIRST, CANADA AND THE U.S. 

SHOULD BOTH ACCEPT THE WORKING HYPOTHESIS FOR TARIFF CUT- 
TING — WHICH YIELDS AN AVERAGE REDUCTION OF ABOUT 44 
PERCENT — AND APPLY IT WITH A MINIMUM OF EXCEPTIONS. 

(WE DO NOT YET HAVE A GENERALLY AGREED TARIFF FORMULA.) 

20. PARA 50. SECOND, WE SHOULD BOTH MAKE SURE THAT THE 
CUTS ARE PHASED IN AND THAT APPROPRIATE PROGRAMS ARE IN 
PLACE TO HELP INDUSTRIES ADJUST TO NEW IMPORT COMPETITION. 

(U.S. POSITION IS TO IMPLEMENT TARIFF CUTS AS RAPIDLY AS 
POSSIBLE.) 

21. PARA 52 SECOND SENTENCE. BUT THE GENERAL FORMULA DOES 
NOT ENSURE THE AUTOMATIC ELIMINATION OF TARIFFS IN THE 
VERY LOW RANGE, THAT IS TO SAY ZERO TO FIVE PERCENT, WHERE 
MUCH OF CANADA'S PROCESSED RAW MATERIALS ARE TRADED INTO 
THE U.S. (GENERAL FORMULA DOES PROVIDES FOR CUTTING TARI- 
FFS IN LOW RANGE BUT NOT FOR THEIR AUTOMATIC ELIMINATION.) 

22. PARA 53 FOURTH AND FOLLOWING SENTENCES. OUR ANSWER 
IS THAT WE WOULD LIKE TO MEET BILATERALLY ON AGRICULTURE 
AND PETROCHEMICALS TO DISCUSS HOW OUR MUTUAL INTERESTS 
MIGHT BE ACCOMMODATED THROUGH THE MTN. WITH BOTH COUNTRIES 
PARTICIPATING IN THE TRADE NEGOTIATIONS AS FORMULA COUN- 
TRIES, WE SHOULD BE ABLE TO WORK THIS OUT. WE'D ALSO LIKE 

TO TALK ABOUT POSSIBLE FUTURE ADDITIONAL GAS SUPPLIES 
SINCE IT IS HARD TO MAKE SERIOUS DECISIONS ABOUT PETRO- 
CHEMICALS WITHOUT KNOWING THE SUPPLY SITUATION OF 
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THEIR PRINCIPAL RAW MATERIAL. (WE PREFER NOT TO STRESS TOO 
STRONGLY LINKAGE BETWEEN GAS AND TRADE. VANCE 
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